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The opening of negotiations over "side accords" to compliment the North American Free Trade
Agreement (NAFTA) marks the first step by US President Bill Clinton to proceed with his
predecessor's commitment to build a hemisphere-wide free trade zone. The success or failure
of the present NAFTA negotiations could set the pace for other US trade agreements, not just
elsewhere in Latin America, but throughout the world. In a major speech delivered on Feb. 26,
President Clinton stressed his commitment to free trade on a global scale. "The truth of our age is
this, and must be this: Open and competitive commerce will enrich us as a nation," said Clinton,
speaking to an assembly at American University in Washington. "It spurs us to innovate. It forces
us to compete. It connects us with new customers. It promotes global growth without which no rich
country can hope to grow wealthier...And so, I say to you, in the face of all the pressures to do the
reverse, we must compete, not retreat." Clinton set five fundamental steps which now "constitute an
agenda" for US action in a global economy: 1) revive and revamp the domestic economy to compete
internationally; 2) make trade a "priority element" of US security, welcoming foreign products
and services in the US but at the same time insisting that US goods and services enter other world
markets on equal terms; 3) exercise leadership internationally to push for the elimination of trade
barriers; 4) work toward the success of "democracy" in Russia and other countries emerging from
communist systems; and 5) promote steady economic growth in the developing world, both to
serve US interests, as well as to help those countries. "These nations are a rapidly expanding
market for our products," stressed the President in regard to the role of developing countries in
the global economy. "There is a great deal we can do to open the flow of goods and services." The
opening of negotiations in mid-March over methods to approve and implement NAFTA by next
year marks the first test case for the application of Clinton's five-step process. In particular, the
NAFTA talks will demonstrate if the US is capable of successfully addressing domestic concerns
over the impact of free trade on the US economy without jeopardizing accords with US trade
partners. In the present negotiations which include high-level commerce officials from the US,
Mexico, and Canada the three NAFTA members will discuss US concerns over environmental
protection, labor issues, and methods for dealing with an expected surge of imports once NAFTA
takes effect in January 1994. The US hopes to sign "parallel accords" with its trade partners that,
while not altering the original text of NAFTA, would complement the trade treaty by enforcing
methods to offset detrimental effects on the environment that could result from free trade, as well
as protect the US labor force from job losses as US companies relocate to Mexico. The first round
of talks began March 16-17 in Washington, and the next round is scheduled for mid-April, to be
followed thereafter on a biweekly basis until the parallel accords are completed. (For detailed
coverage of the NAFTA negotiations, see SourceMex, 03/24/93.) The talks reflect the delicate political
balance now faced by the Clinton administration, whereby US trade officials must incorporate
congressional concerns into the treaty to assure legislative approval while at the same time avoiding
a confrontation with Canada and Mexico. If the Clinton team cannot negotiate mechanisms that
guarantee environmental protection and US workers' rights, Congress will likely reject the pact
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when it comes to vote in late 1993. But the US's trade partners say they will adamantly reject any
demands that could breach their sovereignty, such as empowering tri-national commissions with
the ability to apply legal sanctions against companies violating the terms of NAFTA. The outcome
of the NAFTA negotiations is expected to set the pace for US free trade negotiations with other
parts of the world. According to US officials, if the Clinton team is capable of harmonizing domestic
concerns with the interests of NAFTA trade partners, it could also foreshadow the success of US
efforts to negotiate more favorable terms in the General Agreement on Tariffs and Trade (GATT).
The Uruguay Round is now in danger of complete paralysis given the Clinton administration's
demand for greater trade concessions by European countries and Japan. "The successful negotiation
of supplementary accords in NAFTA could lead to the culmination of the Uruguay Round," said
Mickey Kantor, the US Trade Representative. "By drawing up parallel accords in NAFTA that create
jobs and fortify economic growth, we are setting the correct tone and standard for negotiations in
the Uruguay Round, eventually leading to concrete provisions in GATT that permit adequate access
to foreign markets." As a result, the NAFTA talks are seen as almost a trial run for future GATT
negotiations. Reinforcing this view is the participation of deputy US trade representative Rufus
Yerxa in the NAFTA talks. Yerxa acted as the US's chief negotiator in the Uruguay Round under
former president George Bush's administration. Moreover, the success or failure of NAFTA will
largely determine the fate of US free trade negotiations with the rest of Latin America. NAFTA is
basically just the first step in the US's Enterprise for the America's Initiative (EAI), which calls for
the establishment of a hemisphere- wide free trade zone that stretches from Alaska to Argentina.
The EAI proposed by former president Bush in June 1990 called for aid from the US and multilateral
lending institutions for Latin American countries to open their economies to foreign investment,
which would then pave the way for free trade accords with the US. Under the EAI, every nation in
the western hemisphere except Cuba, Haiti, and Suriname has signed "framework agreements"
with the US which establish trade and investment councils in each country. The councils are
designed to monitor commercial relations and to identify and remove any impediments to trade
and investment flows as a prelude to the negotiation of free trade agreements. NAFTA, then, is the
first of the projected free trade accords, and once NAFTA is concluded, similar negotiations would
commence with other Latin American countries that have substantially reduced trade barriers,
beginning with Chile and Argentina. In fact, the Clinton administration has already stressed its
commitment to pursue the EAI. And, in February, Myles Frechette assistant US trade representative
for Latin America said that after Mexico, Chile is the next candidate for a free trade agreement given
that country's progress in implementing free market policies. Finally, if NAFTA negotiations are
successful, other trade accords will likely be signed in rapid succession, since the NAFTA treaty will
establish the framework through which other countries can join the North American free trade zone.
NAFTA's accession clause (Article 2205) specifies that other countries or groups of countries may
join the NAFTA subject to the terms agreed on by the original member countries and in accordance
with domestic approval procedures in each of those countries. Thus, NAFTA would operate as a
preestablished model for future agreements, allowing future negotiations to advance at a much
faster pace. In addition, NAFTA will present a model for trade negotiations with other sub-regions,
such as Southeast Asian countries. Once NAFTA is in place, the Clinton administration would
likely seek to either incorporate Asian-Pacific nations directly into NAFTA since the treaty does
not exclude other countries outside the Americas from joining or draw up similar agreements with
those regions modeled on NAFTA. (Sources: background paper from The Development Group for
Alternative Policies; IMF Survey, 01/25/93; Nation's Business, February 1993; Journal of Commerce,
03/02/93; Inter Press Service, 03/11/93; Agence France-Presse, 03/09/93, 03/12/93; Wall Street Journal,
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03/15/93; Spanish news service EFE, 03/16/93; Associated Press, 03/12/93, 03/17/93, 03/18/93; Trade
News Bulletin, 03/19/93; Notimex, 03/11/93, 03/15-18/93, 03/21/93; New York Times, 02/27/93,
03/13/93, 03/17/93, 03/19/93, 03/23/93)
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